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A FEATURE of the business Situation mn October wis the 
rise in retail sales resulting from a spurt in automobile sales 
under the stimulus afforded by the 1960 model cars. This 
rapid advance was temporary since new car production was 
sharply reduced after mid-October as steel supplies ran out, 
The October rise in retail trade brought the total up to about 
the July seasonally-adjusted rate as the declines of August 
ind September were made up. Retail sales other than those 
of automotive dealers were steady in October, after having 
drifted down 114 percent from the July peak, Both non 
durables and durables other than the automotive group wer 
lower in October than in July. 

Overall economic activity in October was little changed 
from September as cross currents again characterized this 
month. Industrial activity sagged further as depletions of 
inventories forced output and employment curtailments in 
metal-using industries. The modest October decline in non 
farm employment was centered in these industries, and lay 
offs were rising when the steel injunction became effective 
following the decision of the Supreme Court on November 7. 


Personal income and employment 


Personal income in October was up somewhat from that 
of August and September. A moderate decline in wage and 
salary disbursements was more than offset by small increases 
scattered elsewhere in othe types oT tneome, 

The drop in seasonally adjusted 1 onfarm employment 1! 
October lowered the total back to that of August. No 
manufacturing employment has continued to show little 
change, following the gradual rise during the first half of 
thre year. 

In the latter part of October und early November, ad 
ditional layotts developed, is product on cutbacks result “ 
from the | 1¢ k of materials became more W idespread., I) tial 
claims for unemployment compensation rose in the final 
weeks before steel operations were re umed ‘ he resunip 
tion of work in the steel industry raised employment also o1 
the railroads and In the Mines 

While rapid initial progress was mia n stepping up steel 
activity, many steel-consuming istries had practically 
run out of stee] or had extiiusted mn t ential type 
these instances, further curtailme: if production Is nec 
sary before the renewed flow of s “aches volume pro 
portions and regularizes operations 


Vonfood prices up 
Consume! prices September inched up ind the index if 
P52 (1947-49= 100) was a little more than 1 percent ibove 


a year ago, with lower food prices part uly offsetting a quite 
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Table 1.—Percentage Changes in Manufacturers’ Sales and New 
Orders! Quarterly, 1959 
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Steel and its products comprise only a part—albeit an im 
portant one—of manufacturers’ total inventories. In recent 
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ol ventory movements this year has received 
marily from the durable goods industries 
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of factory Inventories during the first two 
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finished goods showed little change over the suulbimer, In 


some cases, of course, manufacturers do not normally carry 


stocks of completed products Stock ot itomohbiles, for 
t xample, are held by retatlers 

Inventory investment by nondurable good compante has 
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Variations by industries 


Within the framework of the general trends in manufac 


turers’ sales and inventories, there have been substantial 


differences in developments within industries depending i 


large part upon the degree of reliance on steel. Sales of 


primary metal producers, of course, de lined precipitously 
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Military contracts 

\ number of durable goods industries 
roles in defense procurement programs throug 
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text table. 


ward trend of employment in the aircraft in 
e the peak in 1957 is traced in the accompanying 


Commercial jet deliveries 


Sales of civilian aircraft have recently moved upward 
following a decline beginning in 1957 and extending through 
the third quarter of 1958. 

In terms of numbers, most of the civilian planes produced 
more than 90 percent are less than 3,000 
value terms, however, the 


: ; 
are smal rat 
pounds airframe weight. In 
large pl ines account for more than four-fifths of sales. The 


jet commercial planes have made an outstanding record on 
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The backlog has remained high. 


the routes on which they have been available. They have 
been traffic builders and have shown a low cost. per passen 


ger-mile. 
Missiles and research rising 


There as been a pronounced upward trend in sales of the 
other products of aircraft producers. The “other” group 
includes research and development and missiles. 

One of the characteristic features of the aircraft industry 
is the emphasis upon research and development. since 
criteria have not been fully standardized for distinguishing 
such activity from other operations, estimates of the dollar 
value of such work have inherently anh lhipres Ise chat wter, 
It is a major fact, however, that research and development 
projects of the Department of Defense are of growing im 
portance, and a sizable portion of such work ts being per 
formed by the aircraft industry. 

In the past 5 years Department of Defense obligations for 
research and development have shown a substantial increase 
Much of the rise has been for missile work. Aireraft and 
missiles now account for well over half of research and 
development budget obligations. In fiscal yeal 1959 around 
85 billion of contracts were awarded to private it dustry by 
the Department of Defense for research and development. 
Obligations for 1960 are expected to be somewhat highe 


Total Employment in Aircraft and Parts Industry 











than last year, a dl again probably ibout half of the Gover 
ment contracts will go to the aireraft industry. 

Growth in the importance of research and development 
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first half of 1959, some three-fifths of 
were identified as produ rion workers 

decline in production workers ts a pli 
manufacturing as a whole, that for the aireraft Industry 
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LSS period, o1 substantially more 
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group embraces certain catege wil ve ex 


ed considerable cyclical fluctuation, ch a ndustrial 
railroad construction, and others w e growth trends 
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pel od has been evident, such as the tilities, and com 
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tions in most of the postwar period, 
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occurred so far. Industrial constructio 
recelit Ve iat al lo ul itil the second 
Public utilities moved up from the thu 
the first quarter of 1959 but have been cd 


ommerecial construction has advanced t 


Industrial and Other Construction 


The seasonally adjusted rise in industrial construction that 
began in the second quarter of this year n ie end of a 
~-yeal decline. The 50 percent decrease over t per od was 

iore than twice as ereat as the one that ( d the Korean 


Duil Lup but was ipparently less severe t i > early post- 
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unchanged between 1957 and 1958, and proved to be an im 
portant el nent of stability in a period when nonfarm busi 
hess p! int md equipment expenditures declined SOL, billion. 
from 1953 to 1954, commercial construction out 
lays increased almost 25 percent, in contrast with a 5-percent 
decrease business capital outlays. 

The recovery in investment this year has been accompanied 
Dy a very marked advance in the commercial field. Outlays 
rose to a se isonally adjusted annual rate of S4 billion in the 
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of 1959, up some 1d percent over the fourth 
958. For the first 9 months of 1959 dollar volume 
nost 10 percent over last year. The third quarter 
new record in current dollars, although in real 
ibout 3 percent below the first quarter of 1956 
have seen an edging off from the peaks of this 
vity in September, after seasonal adjustment, 


reent lower. 


Retail store e vpansion 


wr stores moved counter to the general trend ovel 
' D7 capital voods boom. Seasonally ad 


the hrst quarter of 1956 and 


he 1956 
e peaked as eal ly as 
reatter for elght successive quarters, to a point 

w tne high. The upturn Pa etry ity that begun 

t quarter of 1958 continued into the third quartet 
ir, so that outlays were within a few percent of the 
peak, although after adjustment for increased con 
sts they might still be as much as 15 percent lower 
mstruction activity appears to be fairly closely 
th movements in residential construction, as 
the chart on page 5, Indeed, over much of 
riod the major turning points in the two series 
lationship, with perhaps a short lag of store 
dl residential building. ‘| his hHear-com iden a 


et that the major force hel; na store onstru 


tion outlays has been the commercial development of the 
surburban localities that has accompanied the shift of popu 
lation and new homes to the outlying areas, 

There are several longer run factors which are favorable 
for this type of commercial construction even though the 
recent easing in homebuilding must be considered a dampen 
ing influence. The real volume of retail sales and services in 
the postwar years has been undergoing a fairly steady growth. 
Modernization needs for outlets in downtown areas are still 
large and stores, such as food and drug chains, continue to 
consolidate, modernize, and expand small units in older 
neighborhoods. The population orowth has been increasing 
at a steady rate and there is no evidence of any abatement in 
the movement to out ly Inge areas, 

Data recently collected in the 1958 ¢ 
to an increasing absolute and relativ 


‘census of Lusiness point 
amount of retail busi 
hess being transacted in stores outside the central cities of 
This n ay be seen in the table below, 


metropolitan areas. 
=, re tril sales trends for the 


which compares, for Census year 
central city and the non-central city portion of 20 of the 
largest 25 metropolitan areas for which matched data were 
readily available. In 1954, these 20 areas accounted for some 
50 percent of retail sales in all metropolitan areas as defined 
by the Census Bureau. 


Percent Increases in Retail Sales in 20 Large Metropolitan Areas 


Central city areas 
Non-central city areas 


It is also of interest that the proportion of pew store con 
struction that is taking place in suburban as compared with 
central city ureas Is hit hy higher than the proportion of retail 
sales which were made in the suburbs in 1958.) This com 
parison suggests a further increase in the share of retail sales 
that will be transacted outside of c« ntral city areas, althoug! 
the more extensive facilities of downtown shopping district 
still hold strong attraction for cor 
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tio of the latter to the 
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9 period is still well 


former, shows that the ratio int 
for the twenti« of 
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course, are very likely on tive ‘ te ive 
economic downturn that started , 


Office Buildings and Warehouses 


Construction expend tures for oflice building ind ware 
iouses reached record highs in both current dollars and real 
terms in the first half of 1958 follo ne an advance that 
lnsted for 5 years, ssnmce the outin have been quite high 
but have so far not come ba k tothe earlier peak Seasonally 
idjusted expel ditures declined oderately in the third and 
; howell volume of new 

The effects of the 
picked up 
ce a little 


fourth quarters of 1958, reflect 
projects initiated earhe the mr 
recession were short lived, howe ce outlay 
wal in the first quarter and cont wd to advai 
intil midsummen of this veal 

An examination of Post i eXpencditure for thi type of 


wtion reveal two first expenditures 





8 RRENT BUSINESS No 


have shown f tead rd ti ( { Pable 3.—Ratio of Store to Residential Construction Expenditures, 
per od. QOutl n the 9 rec Five-Year Periods, 1920-59 
and not at all 
CGrovernment re 
activity in the | 
outlays in the 
double those | 
In the case 


reflects the expa 





New Construction 


Residential Structures and Stores 








Billion Dollar 
10.0 
8.0 
on om panied na mployment o 
ployment oO 
ch more tl 


struction t 


struction, offices 





I ¢ ty | henoire 
Phe acceleratio ollice | ulding 
i! - probably itt! butable ! pert 
cle prec ition provisions unde 
134 perm {ting 1 ipid lepreciat 
l \ tors to recapture 


rel \ ort time has bee 
deratior | of particula 


ndustry ! borrowed fu 


" 
| 


| recent ncrense il interest rate 
favorable influence on this type Oo! 
] ‘ 





« HOW'S 
ill relat 
facilitie 


>» automat 








National Income and Product 


In the Third Quarter 


we 
Gr ISS national peouel was off in value and in volume 


third quarter of 1 
were drawn de and the upsurge of final demand 


Ith the 
material 


sla kel ed 


llion. compares with s4541, 
quartel d $470 billion in the first. 
slightly rising movement during the quarter. 
The d p in GNP since midyear has reflected mainly the 
loss of production in steel and related lines. With demand 
i] purchasers again higher, inventories in these lines 
were reduced below the totals reached in the spring buil lup. 
Despite t —— tion setback the first ina year an la 
halt Ost I ground that had been gained in the cyclical 
r was held. Real gross product in 
the third quarter was early } percent higher than at the 
cyclical low of the first quarter of 1958. 
* The distortions associated with the steel strike were re- 
flected in GNP m unly through the Inventory change com 
The basic situation may be seen more clearly in the 
| purchases, which excludes this component. 
rent volume of demand both combined and inh 
e—for resi dential construction, consumptiot and 
from go ment is well above the 1957 prerecession quarter. 
Bus ss fixed investment, sharing incompletely in the 
ir. has not yet regained the position it held be 


billion in the second 


S4I7S81 t 
“Pp rices continued their 


from fi 


upswing als taldioan 


ponent 


record of 


recovery 
fore the 1957-58 contraction. 

Net exports likewise lower than before the recession, 
even Wlie illow mce is made for the Suez crisis and othe 
special factors that temporarily raised the balance in 1956-57. 
Qur exports have remained substantially below the prere 
cession peak while imports have advanced strongly since 
that tn Che adverse trend in our balance of inte rnational 
payment is been reviewed in earlier issues of the SurvEY 
and will again be discussed in next month's issue. 

The pr pal market developments of the third quartet 

zed with this record for background 1 in the fol 
There has been 1] leveling ofl in purchases 
r goods and in residential construction. Busi 
ind for cap tal equipment was stepped up some 
Exports also moved up, registering a somewhat 
mprovement than in the second quarter when a 
turn had occurred. Net payments to foreign 
iring the third quarter remained about as high 
the year, which suggests that the rise in re- 
exports was offset in the balance of payments 
capital transactions. 
billion advance 


il transfers or 
velopments together led to a sol, 
dollar annual rate of final purchases This 
mses ranging from S7 to $10 billion in 

ng four quarters. 
forms the 
The simultaneous arrest of expan ion in 
omponents just at this time was partly for- 


slowdown took are noted in the fol- 


as manufacturers’ inventories of 


The value total, amounting to an annual rate of 


tuitous. It is important, however, to recognize certain 
more pervasive factors in the general situation. The steel 
and other strikes had an important effect on demand through 
the loss in income, unemployment, and extensive uncertainty 
they caused; anticipatory buying had afforded 
special stimulus to production and income in the spring 
quarter, the removal of which tended in itself to slow the 
pace of the economic expansion, 

Aside from these effects of the strike, past experience in 
dicates that final demand would naturally tend to rise less 
rapidly at the stage of the business cycle we have now 
rent hed. 


moreover, 
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Table 1.—Gross National Product or Expenditure, Seasonally 
Adjusted Quarterly Totals at Annual Rates, 1957-58, and First 


Three Quarters 1959* 
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SURVEY OF CURRENT 


BUSINESS 


Table 2.—Gross National Product or Expenditure, Seasonally 
Adjusted Quarterly Totals at Annual Rates, in Constant Dollars, 
1957-58, and First Three Quarters 1959* 


I 





Gross national product > 5) 441.7 31.0, 434.5) 444.0) 457, 1 
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latter to changes in 
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YCOME AND OUTPUT 


The course of demand for busine plant and equipment 
last summer appears to have been relatively little influenced 
by the current stringen ym financial conditions For coi 
porate business as a whole, internal funds becoming available 
during the quarter were less than last spring but in line wit 

most other recent quarters: the total of funds needed for the 
financing of fixed capital investment and inventory building 


dropped as Inventories were reduced 


Inventory liquidation in metals 


Curtailed by work stoppages, national output fell short of 
tinal purchases in the summer quarter, as business inventories 
were drawn down. This movement was a sharp reversal of 
the spring inventory buildup. Most of the 
in metal and metal-products manufacturing, 


swing occurred 
which Wiis af 


Expenditures by Major Type, 
Annual Rates, 1957-58 


lable 3.—Personal Consumption 
Seasonally Adjusted Quarterly Totals at 
and First Three Quarters 1959* 
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Vixed trends of income 


The Nation’s $260 billion pay roll was little changed from 
the second quarter to the third, and the total of supplements 
wages and salaries was similarly stable at close to $20 
The largest movements reported for the quarter in 


ndustr' 


outside the strike area were increases on the 


lable 5.—Foreign Transactions in the National Income Accounts 
Seasonally Adjusted Quarterly Totals at Annual Rates, 1957-58 
and First Three Quarters 1959* 


SURVEY OF CURRENT BUSINESS 


order of $14 billion, af annual rates, in retailing and in State 
and local government, 

The net earnings of nonfarm business and profession 1 
proprietors reflected the comparatively stable character of 
the distributive and service lines i 
are most common, 


which these enterprises 
The total moved up ibout | percent in 
the summer quarter, following a gain of more than 2 percent 


Table 7.—Sources and Uses of Gross Saving, Seasonally Adjusted 
Quarterly Totals at Annual Rates, 1957-58 and First Three 
Quarters 1959* 
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lable 6.—Personal Income and Its Disposition, Seasonally Ad- 
justed Quarterly Totals at Annual Rates, 1957-58 and First 
Three Quarters 1959* 











Personal income 350.6 359.0) 352.2, 355.0, 363, 4) 366.3 lable 8.—Kelation of Gross National Product, National Income, 


and Personal Income, Seasonally Adjusted Quarterly Totals at 
245.1) 250. ' Annual Rates, 1957-58 and First Three Quarters 1959* 
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Private payrolls 
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Defense Expenditures Abroad— 


Major Item in the Balance of International Payments 


‘ NS] expend tures : broad for eoods and services DY 
fes—an Important item in our balance of 

reached il peak of over so} } billion 
Disburse 


d Sta 
| payments 
ir vear 1958 and have since declined. 
o the first half of 1959 indicate that the total for 
Wty be off to $3.1 billion. do not 


total costs of our foreign military operations, 


These amounts 
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fable 1.—Defense Expenditures Abroad for Goods and Services 
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Construction expenditures are generally paid in dollars 
tilable from the regular military construction ap 
However, family housing and related com 
munity facilities acquired abroad are purchased principally 
with |e currency proceeds of Department of Agriculture 
les of Commodity Credit Corporation surplus commodi 
ties. The transactions shown also reflect construction prog 
ress u Lneal ly completed S50 million barter program to 
ousing for families of military personnel stationed 
France This project is being financed through an ex 
change of surplus wheat and other goods for housing. Under 
these arrangements the Commodity Credit Corporation is 
being reimbursed by the Department of Defense over a pe 


propriations, 


provide 


riod of years through withholding of payment of quarters 
tllowances 

rhe foreign expenses of the major Air Force and Navai 
bases now virtually completed in Spain have been paid for 
primar n pesetas furnished by the Government of Spain 
is counterpart under the U.S. Government Spanish aid 
program or acquired through the sales of surplus cotton 
authorized by the Mutual Security Act of 1951, as amended. 

Construction in Canada, as a part of Hemispheric defense, 

is been jointly financed by the United States and Canadian 
Canadian earnings as a result of U.S. defense 
for construction have been lower since the completion 
of the Distant Early Warning radar line in the summer of 


1Or 


(rovernments 


) 
out 


ya. 

Contributions by the United States to the multilateral con 
struction program of the North Atlantic Treaty Organiza- 
tion have shown relatively little fluctuation from year to 
vear. Bv the end of June 1959 the cumulative cost to the 
United States for these installations developed for the com 
non use of the allied forces was about half a billion dollars. 


Germany and Japan contribute less 


Expenditures for goods and services necessary to operate 
{ our bases abroad have increased during the last 

new facilities have been completed and placed 
However, much of the upturn in 1958 was the 
of the discontinuance of German contributions 
ted States under the “Allied support payments” 


the period from April 1, 1952 through May 5, 


Federal Republic of Germany contributed the 
t of S762 million annually to the United States 
our forces and $14 million to the Allied 

! without charge. In the following 
10 million 
Ih June ot L957 


re reduced to $3 
‘ The agreement 
uition of S77 million. This contribut Oo! 
to be made by the Federal Republic of 
upation and support costs arrangement 
gs from the expenditures of our military 
ed each year after 1955 until they reached 
llion in 1958, , 

ort of our forces in Japan has also become rela 
ostly to the U.S. Government as the amount of 
ed DY the Government of Japan for the sup ort of 
These 


Government by 
April 1952 when they replaced about half of 


ty torees dectines. funds have been made 
the U.S. agreement without 


and services furnished by the Japanese 


procedures during a base period 
of agreements, ven contribution 

uivalent of S155 million in the 12 
April 1955, were nearly as high in the 
it have declined steadily since then. In 


) 


the year ended in April 1959 they amounted to less than Sd: 
million. 

Defense spending in Japan reached a peak of three quar 
ters of a billion dollars in 1953, the highest annual amount 
ever spent ina single country In 1954, U.S. defense outlays 
there fell by $200 million, but since that year, partly as a 
result of the reduction in yen contributed by Japan, the de 
cline has been more gradual 


Table 3.—Offshore Procurement Under the Military Assistance 


Program by Major Country ! 
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Offshore procurement for aid declines 

By the end of June 1959 over Sz. billion had been spent in 
foreign countries under the milit ry iss istance offshore pro 
curement program, the weapons production program, al a 
Most ot these 


of military equipment to be re 


the mutual weapons development program 
outlays were for purchase 
countrie or to 


transferred as grant aid to the producing 


other nations participating in the military assistance pro 
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{mployment in Corporate and 
Noncorpo ‘ate Production 


Anot T 30 full-time 1 lent ! rt legal form of organization, published ant 1a 


ployed hy corporat r se f t under « 7) ie part of the national income series. 
total number of 3 engage wk ete yp fo! lo develop the new statistics, OBE’s am 
ships and part provide wot or anothe “number of persons engaged in produ 
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number at the same time that the nonfarm labor force has 
own very « onsiderably. 

Secondly, there was a substantial rise in the relative im- 
portance of government employment. Government workers 
increased from 7 percent of the total work force in 1929 
to 15 percent in 1957. This growth occurred in the military, 
and in State, local and Federal civilian personnel, 

Thirdly, the percentage working in households and non- 
profit institutions declined from 7 to 54% percent, owing to 
the decrease in domestic servants of private households. ‘This 
was offset in part by a rate of growth in institutional employ- 
ment second only tothat of government. 

These loi o-term developments in agriculture, covernment, 
and pri ite households have been dis ussed at some length 
in / 7) / National Tine ome 
supplement 
shifts 


ee 
gi 


d Out put and in the 1954 
For many purposes it is useful to abstract from 
ind to focus on the nonfarm ordinary 

bus ness porte * the economy. This 


corporat " prop ietorships, and part! ( rships org in zed for 


s defined to include 


profit, e2 sive of farms. 


Table 1.—Number of Persons Engaged in Production, Legal 


Form of Organization, 1929 and 1957 





Nonfarm ordinary business 100.0 100. 0 








of agricultural and government workers 
e the relative share of corporations. For ex 
porate ¢ mployment, which currently accounts for 
e-half of all workers, represents two-thirds of 


cted group of person engaged in nonfarm 


Corporate employment a stable fraction 


Pp ittern of the distribution of employ ment 
is bet v ! rations o1 the one hand and proprietor hips 
ind pa ps on the other, appears quite ditferent when 


ittent focused on nonfarm ordinary business instead 


of the economy asa whole. In place of a rise in the corpor ite 
share oO sloyi vent and a marked fall for proprietorships 
und parthnel ps, a very stable distribution pattern emerges, 
The per of persons 


e working for corporations 


engaged in nonfarm ordinary busi 
remained in the 
range veen 63 and 66 percent in almost every year of the 


period 1929-57. Over the long-run there was a very slight 
Increase 
that the oO 
As« xpl l linthetechnical notes, changes inthe proportions 
of corporate and noncorporate business within individual 


the corporate fraction. It is to be noted again 
ures should not be taken as absolutely precise. 
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industries prior to 1939 could not be taken fully into account 
because of lack of data, and comprehensive information for 
the period since 1954 has not yet become available. Accord 
ingly, the long-run comparisons which are made further 
below, even though stated in terms of the years 1929 and 1957, 
should be interpreted more broadly is bi inging out changes 
in the recent situation as compared with the one ty pical of the 
basic industrial and legal form structure of the economy in 
the decade before Won ld War II. 

The corporate share of employ ment has been sensitive to 
each period ol 
‘1 his Is 


because corporations are hight concentrate d in manufac tur 


evchieal influences, declining somewhat in 


business downturn. (See accompanying chart.) 


Ing and transportation which are more sensitive eye lically 
than the industries in which sole proprietorships and partner 
sharp t cyely tl fall occurred in 


the depression of the ear ly 125 


ships predominate, The 
nthe corporate fraction 
was down as low is 6] percent Decrea . ippeared ilso on 
the recession yeu! P1958, 1949, 1954. and 1958.) Due to limi 
tations in the dl ita, the cys lical movements that are measured 
mirror in general only cyelical chang in the industrial 
structure of employ nent and do not ta nto account possi 
ble cy ‘heal differences in the movement of the number of 
corporate and noncorporate employees within industries. 
During World War I] there was also a sharp fall in the 
corporate share of employm« nt. This was reversed in the 
postwar years as corporations that had hifted to the partner 
ship form of organization because of the tax advantages to 
be oained, be ame Corpor itions once the Corpo! ite e@XcCess 
profits tax was removed. In the early years of the war up 
through 1943, the shift away from corporations was more 


than offset in the all-industry figures by the striking increase 
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oncorporate employment ratios in 1929 and 1957 with the 
ypothetical ratios that would have the 

proportion of corpo! ite to noncorpo! ife en ployn ent in each 


obtained if (a) 


tribution of employment among ir 
~ terminal 


dustry, or (b) the di 
dustries, had remained unchanged as between the 
Vears. 

Results obtained by applying this technique to the employ 
nent data for nonfarm ordinary business in ate that 
rie ither of the two t\ pes of shift was very large, und that they 
operated in opposite directions. 

Shifts in the legal-form distribution of employment within 
ndustries served to increase the all-industry corporate frac- 
while shifts in 


tion by somewhat over 2 percentage points, 
: 
DY Tust 


ndustrial COMPpositlon operated to reduce the fractior 
under 2 percentage points. 

T he ratio of corporate to noncorporate employn ent tended 
to increase in the majority of industries over this period. By 
contrast, the effect of changes in the industrial pattern of 
employment upon the overal! corporate noncorporate ratio 

iried from industry to industry. 

The relative importance of the 
nantly corporate railroad industry, for instance, was an 
factor in dampening the rise of the all industry corporate 
percentage. The rapid growth of employment in retail 
trade and contract construction had a similar effect; in spite 


decrease in the predom 


1jO! 


of the increase in the corporate share within these indust1 eS, 
the noncorporate rather than the corporate form of organiza 
( uld be noted. 
the effect of 


on continues to predominate inthem. (It 
however, that in retail trade and construction 
nereases In the corporate share more than offset the dampen 
ng effect of industry-mix upon the all-industry corporate 
employment fraction.) 

Manufacturing provides an important instance in which 
ndustry shifts contributed to the increase in the overall 
corporate employment share. Employme mt in this ind istry, 
which is predominantly corporate, has increased faster than 

nonfarm ordinary business as a whole 
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between corporate and noncorporate enterprises, which 
amounted to $1,300, would have been reduced by about $300 
if the same industrial distribution for both types of enter- 
prise had prevailed. 
Most of the spread, however, traces back to differences 
within individual industries. Average payrolls per em- 
ployee were generally higher in corporate than in noncorpo- 
rate enterprises for all major industry divisions. The gap 
appears also for practically all more detailed industry 
groupings covered in recent industrial censuses. 
Intra-industry corporate-noncorporate differentials in ay 
erage payrolls reflect such factors as the larger number of 
in corporate est iblishments and the consequently 


emp vloyee : 
Corpo- 


greater need for higher paid supervisory personnel. 
rate firms also are relative — more numerous in large cities 
e higher than in smaller cities and 


where iverage ear nings MT 


towns. 


lable 3.—Percent Distribution of National Income Originating in 
Nonfarm Corporations and Sole Proprietorships and Partner- 
ships, by Major Type of Income, 1929 and 1947-57 














The rease from 1929 to 1957 in the overall spread be 
tween average employee earnings in oe and noncor 
porate firms that is summarized in table 2 can be traced 
large degree to manufacturing. This rise in the manufac- 
turing differential was due both to a widening of the spread 
industries and to a faster growth of the industries 
> spread was relatively wide. In most industries 
d between corporate and 


1h What 
ln which the 
outside manufacturing the sprea 
noncorporate average payrolls narrowed over the three 
de ades, 

Recent developments in fringe benefits have tended to 
reinforce the pattern of corporate-noncorporate wage-salary 
ditferentials reviewed in this section. 


Pattern of income distribution 


The preceding discussion has been in terms of the distri 
bution of employment between corporate and noncorporate 
enterprises within the nonfarm ordinary business sector. The 
basic data can be rearranged to indicate how the national 
income originating within these two types of enterprise 
is distributed among major types of income, and the extent 
to which the distributions have ch: inged over past decades. 

The relative importance of emp loyee compensation in the 
total has not been uniform over the 30 year span 

(See table 3.) For corporations, the share of 
oOstwar 


income 
covered, 
employee compensation has increased during the 
period, particularly from the 1950-51 lows. This develop- 
ment has been discussed in various OBE publications in 
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terms of the converse movements in corporate profits. Owing 
to the operation of special and cyclical factors in this period, 
it is not possib ‘le at this time to assess in conclusive terms 
the trend significance of these postwar changes in income 
shares. 

In nonfarm proprietorships and partnerships compensa 
tion of employees accounted for 161, percent uf total income 
originating in 1929, as compared with a somewhat higher, 
and moderately rising ratio during the 1947-58 period 

The increase in overall employee share from 1929 to 1957 
has been examined to determine the extent to which it reflects 
changes in the distribution of income types within industries, 
as against changes in industry-mix. The statistical procedure 
was similar to that described above for the comparable 
analysis of the factors underlying shifts in employment. 

This examination indicates that the significant changes 
underly ing the overall rise of 4 perce ntage point in employee 
share between 1929 and 1957 were increases within industrie 
in the relative Importance of employee compensation In the 
income total. The effect of this factor taken alone would 
have been to raise the overall employee share by more than 5 
percentage points between 1929 and 1957. hanges in the 
industry IniX Opel ited to reduce the sl ire by about | percent 
age point. 

The inerens . in the employee 
noncorporate income tot il bet wee) 
mainly from il large r in rense in the number of employees 
than In the self employed. This tendency held for most of 
the industries important in the In terms 
of the all-industry total, full-time equivalent 
nonfarm proprietorships and partnerships increased 
eriod as ¢ ompared with about 40 percent 


compensation fraction of the 


1929 and 1957 stemmed 


noncorporate area, 
employees of 
about 
60 pereent over the ] 
for active proprietors. 

Very little of the rise in employee share was due to a more 
igs of employees than in 
and professional income of the self-em 
ition per employee to 
wtive pro 


rapid Increase Ih average earnil 


average business 
ployed. The ratio of average 


and professional 


- compel 
average business income per 


prietor was only slightly higher in 1957 than in 1929. 


Methods of computation 

The employment series presented in this report were ob 
tained by adding estimates of the number of self employed, 
implicit in table VI-16 of U.S. 7ncome and ut put and table 
28 of the 1954 National Income supplement, and new break 
downs of the anie r of employees by legal form of organiza 
tion, whose derivation is described below. To insure internal 
consistency, national aggregates of employees were allocated 
among the various legal forms of organization by the same 
procedures as wages and salaries. Three basic methods were 
used: 

Distine tive 
households, general government, 
an entire industry is located in a single legal form of organi 
zation. In other cases, annual data are available in con 
siderable detail, and all of a given industrial subgrouping 
is located within a single legal form. ‘This is true, for ex 
ample, of ston k exe hanges and chambers of cothnmerce (cla is 
sified as “other private business”) and religious organiza 
tions and the Red Cross (classified as “institutions” ). 

2. Census based mea thod. 
manufacturing, trade, and selected 

show the form breakdowns: individual 

partners, corporations, and “other.” The 

latter consists largely of businesses run by executors, admin 

Individuals, partners and “other” 

roprietor ps and partnerships; 


In some instances, e.g., private 
and government enterprises, 


leqal-form. 


(mining, 
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‘I he economic Censuse 
construction, 
following legal 
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istrators and receivers. 
were combined to give sole | 
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Table 4.—Persons Engaged in Production, 
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> The Office 
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BUSINESS STATISTICS 
1959 edition 
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Tue TWELFTH VOLUME in a series of statistical 


supplements to the monthly Survey of Current Business, 
the new 1959 biennial edition provides historical data for 
each of some 2,600 economic indicators. 

Monthly or quarterly data are shown from January 1955 
through December 1958 and annual averages from 1958 
back through 1929. Explanatory notes for each series 
refer to the source of data, define the statistical units 
employed, and indicate the method of compilation or deri- 
vation, the comparability of current and past figures, and 


the adequacy of coverage. 


[PRICE, $2.25] 











Orders may be placed with the Superintendent of 
Documents, U.S. Government Printing Office, Wash- 
ington 25, D.C., or with any Field Office of the 
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